LABOUR AND ECONOMICS
they would buy their food by the export of manufactured goods.
It would in any case have been difficult enough in this disordered
world to restore the even flow of goods and services on which the
value of currencies and the stability of their relations to one another
had depended. But now followed the great calamity of German
Reparations handled by politicians who were unable to understand
that the great bulk of German payments must be in goods, and that
an inordinate demand would bring disaster to the normal trading
system of the world, since there would be a one-way traffic of goods
going out from Germany without the corresponding imports neces-
sary to balance the trade account. The mass of the uninstructed
public in the creditor countries thought of the German payments as
" money " due to them, money which could be paid as easily by
one country to another as a butcher's or baker's bill is paid by a
cheque. German goods competing with their own manufactures
were the last thing that they wanted, and when these multiplied in
response to the pressure for payment, they raised their tariffs to keep
them out, thus preventing their creditor from paying them except
in gold. In the meantime the United States was making the same
demands for the payment of her debts by the European Allies as they
were making on Germany, and placing the same obstacles in the way
of payments, to the embarrassment and confusion of her debtors, of
whom Great Britain was paying by far the largest amount. The
result was that the greater part of the world's gold supply gradually
found its way into the vaults of the two chief creditor nations, the
United States and France, wrhere it either lay sterilized or formed the
basis of a dangerous inflation.
Gold in the pre-war world had three main functions. It served as
a Basis for domestic currency ; it provided a common measure of the
principal currencies, each of which had a fixed parity with gold;
and by its transfer in comparatively small amounts it served to redress
the trade balance when goods and services as measured in bills of
exchange flowing one way had not found their level against goods
and services flowing another. Thus in the first half of the year gold
was sent from New York to London to supplement the deficient
quantity of bills representing exports from America to Great Britain
in that period, and in the last half of the year, when American exports
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